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Gentlenea:

We nave considered your application for recognition of exeamption from leagerau
Incone Tax under sectioa 501(c)(7) of the Internel Revenue Code.

1ne inTormation submitted discloses that you were incorporated on_
Bl .nier tie nonprofit corporation laws of the 3tate of

You stzte that ins purpose of this organization (s to own, operate, und
zatnteia recroaticsal faolliiies, 1necluding a golf course,

You: activities concentrate on the consiructicn, preservation and control of a
golf cour=ze. You, also, promote recreation, education, and other related
activities on your piroperty.

The orgacization's ravenus i{s derived from membership fees, gireen fess, ths
sale of refreshuents, and equipment rental. The public has acces3 to the goll
course evidenced by you: plans to place newspaper advertisamenis. Also, you
state that the general public will benefit from tie activities of the
corporation. In opening your golf cou.se to the publie, a large percentage ol
your gross incoxe ir regeived f{rouw nonmembere® use of the faeiliities, In your
yearly breakdown of Income, you demcnatrated that the source ol all incems in

and was from nonmembers. In , when the zolf course was
offlctally in oparation, [NIGIGIIIIIN ;orce your gross iacome was frca
aconmembers, In dollars, out of the total ircome of § S -

fron nonmeabers.

Section 501(c){7) of the Code provides for exemption fron Federal Income Tax
of clubs orzanized and operafed exclusiveiy for pleasure, resreation, and
other ncnprofitable purposes, uo part of the net earnings of which inures ta
the bonefit of mny private sharenolder.
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Section 1.501{¥)}{(7) of ‘ne Incoze Tax Reguleticns relating tc the exempticn of
social clubds reads 1n part, "A olub which enzages in business, such as making

ts sooial and recreational fecilitles avallnble to the general public is not
crganizad and aporated exclusively for pieesurs, raoreation, and other
noaprofliteble purposes, and 12 not exenpt under Saction 501(a).”

Raevenue Ruling S58-38% prevides that a socfial club should not engzge in any
type of busincas activity for profit whion is designed to ilmorease or which
could result in an increzse in nat earninga inuring Lo the benafit of any
sherohrolder or individual, Net earnings ney inure to menbere in such foros as
an increase in services offered by tho olub without & corresponding increase
in duen or othar feen paid far club support.

Algo, your attention e directad to provisions of Public Law 9U-568 which
staten that social clubs are allowed to earn llimited amounta cf income from
nonzazber sources znd {investments, The new law !s intended taq perzit an
gxampt social ciub to recoive up to thirty-five parcent of all greos recoipts,
Including investment incone Tros nonfhisuber sourcea. Mo zora than fiftceen
percent of groas recalipts, huwever, can be from the gansral public's use of
cludb facilities and servicecs.

Yaszad on the facts shown, your organization's noamexsber ingome han well
cxcoeded the fiftcen percent limitation. As previcus=ly stisted, spproximately

peraant of your total income stems from ocuilside zources and
ronmenbers. Therefore, it carnot be sanid that you are operated exclusivaly
Tor plassure, roorecaticn and other nonprofitable purpores 2nd than no part of
your 1:-rore inures to the benefit of your members.

Lecerdinzly. we hold that you are not ontitled to exempticn from Federal
Income Taxz a3 an organization described in goction 501(el(?7) of the Code. You
are requirod Le file {ncoze tex returna apnually with your District Dirsctor.
Ir you do not azree with thase concluslons, you may within 30 days frowm the
fate of this lotter, file a bdrief of the facts, law and arguzents (in
dupliecata) which clearly sots forth your posiltion. In the avent you desire an
oral discussion ¢f the lasuag, you should s¢ Indicatc in yeour submissfon. A
confezreance will be arranged in the Regicaal Off4ce after you have submitted
your brief to the Thicago Distrlct O0fZice and we have had ar opperiunity te
couusidar Lha Lrief and 74 appears that the conclusions are 2till uanfavorabdle
tn you. Any sudnisslon sust be signed by ons of your prircipsl officers. T
the matter 1a to be handled by & representative, the Conferance and Przeotice
Baquiremenis regarding the €iling of a power of attorney and evidence of
enrcllrent te praatles must bde mat, Ws have encloged Publication B892, Excopt
Orzanization FProoadu for Lidvarsga Determinations, which sxplains in detall
your rishts ond proczoures,

Q



If you agree with this deteraination pleaze sign ~and return the onclioged Forz
Cere, .

Sinceraely yuirs,

Enclosures
fubhlicatlicn 892
Form 6018





